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PROCEEDI NGS
2:04 p.m

CHAI RPERSON PFANNENSTI EL: This is an
Ener gy Conmi ssi on busi ness neeti ng.

Pl ease join ne in the Pledge of
Al | egi ance.

(Wher eupon the Pl edge of All egi ance was

recited in unison.)

CHAI RPERSON PFANNENSTI EL: No change to
t he agenda, as posted.

Consent cal endar. Anybody nove the
consent cal endar?

COW SS| ONER ROSENFELD: | nove the
consent cal endar.

VI CE CHAI RPERSON BOYD: Second.

CHAI RPERSON PFANNENSTI EL: In favor?

(Ayes.)

CHAI RPERSON PFANNENSTI EL: Consent
cal endar is approved.

| tem nunber 2, possi bl e approval of the
Executive Director's reconmmendati on that the
Sacranento Municipal Uility District's contract
with I berdrola Resources, Inc., fornerly PPM
Inc., be found to be conmpliant with the em ssions

per f ormance standard for |ocal publicly owned
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electric utilities pursuant to 1368.

Good norni ng.

MR, PRYOR: Good norning, Chairman
Pf annensti el , Conm ssi oners. My nane is Marc
Pryor; I'mwith the electricity analysis office.

Senate Bill 1368, as you will recall, is
the first step towards limting investnent in high
carbon generation resources by California
utilities, signed in 2006.

The bill required the California Public
Utilities Comm ssion, the California Energy
Conmmi ssion to draft eni ssion performance standards
-- portfolio standards for investor-owned and
public utilities, respectively.

As a rul enaki ng here at the Energy
Conmmi ssi on, sections 2900 through 2913 were added
to Title 20 in August of 2007. Regul ations
prohibit long-terminvestnents by public utilities
in a generation facility designed or intended to
operate as a baseload plant if said plant emts
nmore than 1100 pounds of CO2 per negawatt hour of
generation

| nvest nent here includes the
constructi on or purchase of a power plant, a

contract of the plant of five years or nore in
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| ength, or capital upgrades that extend the
plant's life, or materially increases the plant's
capacity or expected | evel of output.

Section 2903(b) of the EPS regul ati ons
gave renewabl e electricity generation facilities
defined by chapter 8.6, division 15, of the Public
Resources Code to be compliant with the standard.

The facility under your consideration
today is a biomass facility and neets renewabl e
generation definition, and is, therefore, defined
to be conpliant with the em ssions perfornmance
st andar d.

We're here today to ask you to rule on
t he conpliance of a long-termcontract entered
into by SMJUD, Sacranento Municipal Utility
District.

This is the third SB-1368 EPS contract
that's cone before you. The others were both
geot hernmal contracts that were entered into by
Nort hern California Power Agency in May and the
City of Riverside in June.

SMUD has entered into a | ong-term power
purchase agreenent with | berdrola, |ncorporated,
for the output of a biomass cogeneration facility

| ocated in Tacoma, Washington. This cogeneration
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plant will consune waste from a paper and pul p
mll, and steamfromthe process will be retained
for use by the mill.

The facility is expected to cone online
in July of next year, 2009, and have a nanepl ate
capacity of 55 negawatts. SMJD has secured the
rights to all output and environnmental attributes
for a 12-year peri od.

Regul ati ons requires SMJD submt a
filing to the Energy Commi ssion, and that the
Conmi ssion rul e upon the conpliance of the
agreenent with the standard. SMJD conpl eted the
filing on October 24th.

Staff has reviewed the conpliance filing
and recomends that the agreenent be found
conpliant with the eni ssion perfornmance standard.

Is M. Scanlon here today?

MR,  SCANLON: Yes.

MR, PRYOR: M. Scanlon, with SMJD
Staff, is avail able today to answer any question
pertaining to SMJD s contract with | berdrol a.

That concl udes ny presentation.

CHAI RPERSON PFANNENSTI EL: Thank you,
M. Pryor. Are there questions of staff or SMJD

on this issue? Yes, Conm ssioner Byron.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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COW SSI ONER BYRON: M. Pryor, thank
you. Comm ssioners, we have put these three
contracts on the business neeting agenda in order
for Comm ssioners to see them and review them

I woul d inmagi ne, though, that we could
probably move future contracts to the consent
calendar if there's no objection to these. Just
want ed to nake sure everybody under st ood how t hese
need to be revi ewed and approved by this
Conmi ssi on.

I do have a couple questions for M.
Pryor 1'd just like to ask, that might help
clarify the situation.

You indicated this is the third one that
we' ve seen. It's been over a year since the
regul ati on has been in place. W anticipated we
m ght be seeing a | ot nore of these.

M. Pryor, do you have any idea why

we're not, or --

MR, PRYOR No, sir, | do not.

COW SSI ONER BYRON: Nor do 1. | see
Ms. DeCarl o hiding back there. |I'mcurious if she
had any comments to add, as well. Do you?

MS. DeCARLO I don't have any inside
know edge as to why we're not seeing nore. | do

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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know that the estinmates varied during our

rul emaki ng as to how nany we would see. | think
some estimated, | think it was NCPA or one of the
unbrell a organi zati ons, estimted about five a
year. So this would be about on par for that.

I had heard that, given the anticipated
i mpl erent ati on of AB-32, and the apparent issue
that the POUs are currently adequate, resource
adequate, that that's perhaps why there's no
influx at this point.

COW SSI ONER BYRON: Thank you. And as
I recall, we have a 30-day wi ndow in which we're
supposed to revi ew and approve these, is that
correct?

MR, PRYOR:  Yes, sir.

COW SSI ONER BYRON: Have we had any
difficulty neeting that requirenent?

MR, PRYOR: No, sir.

COW SSI ONER BYRON:  So the anount of
staff tinme involved in this review, could you give
us a sense, is it pretty minimal? O is it
ext ensi ve?

MR, PRYOR Well, this one was ny first,
so it took ne a little bit to get up to speed.

And | had antici pated bei ng on the consent portion
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of the calendar. So when it was changed | had to
do a little nore back, and so | really couldn't
gi ve you an idea of how rmuch tine it takes.

COWM SSI ONER BYRON:  Well, we'll check
with you later then -- with regard to how | ong
that it is taking.

Ms. Jones, what do you think? Should we
nove these to the consent itens in the future? |Is
that a --

EXECUTI VE DI RECTOR JONES: | think that
renewabl es, in particular, can go on consent. |
think there m ght be other contracts that would
conme up that might be nbre controversial that you
may want to take public conment on and put on the
regul ar agenda.

COW SSI ONER BYRON: Okay. Well, thank
you. Thanks for answering nmy questions.

CHAI RPERSON PFANNENSTI EL: O her
questi ons?

VI CE CHAI RPERSON BOYD: | woul d just say
I share Comm ssioner Byron's concern that we're
not seeing nore of these. | guess the question
that should remain kind of on the table for us, as
we pursue California' s electricity future. [|I'm

not sure this is an | EPR subject or not, but we
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m ght think about it anyway.

CHAI RPERSON PFANNENSTI EL: Everything is
a potential |EPR subject --

(Laughter.)

VI CE CHAI RPERSON BOYD: As bei ng back on
the EPR Committee I'mfinding it to be very true,
everything is, potentially.

COW SSI ONER BYRON:  Well, if there's no
further questions then | will nove the item

COW SSI ONER ROSENFELD: Second.

CHAlI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)

CHAlI RPERSON PFANNENSTI EL: Thank you,

M. Pryor.

Item 3, possible approval of a $776, 000
loan to the City of Santa Rosa, |ocated in Sononm
County, to inplenent energy efficiency projects at
the Gity's Meadowl ane and Rohnert Park Punpi ng
Stations. Good norning.

MR, CHAUDRY: Good norning, Ms.

Chai rwonan, and good norni ng, Conmi ssioners. |'m
Shahid Chaudry with the public progranms office.

And |I'm here today to request your

approval for a loan of $776,000 for the City of

Santa Rosa. The city wants to use this amount to
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i mpl ement energy efficiency projects at their two
punpi ng stations. And that includes nodifying
punpi ng stations, adding controls and using VSPs.

It's estinated that once these projects
are done, the city would be able to save about 1
mllion kilowatt hour of electricity a year, which
transl ates roughly into 400 tons of CQO2
reducti ons. In addition to saving about $100, 000
a year fromthese projects.

The | oan request is in conpliance with
the |l oan guidelines. And staff has done
(i naudi bl ) and recommends for your approval.

CHAlI RPERSON PFANNENSTI EL: This is
anot her one of those good news projects where --

MR CHAUDRY: That's right.

CHAI RPERSON PFANNENSTI EL: -- the city
has conme to us for a | oan, where we have the nobney
avail able, doing all the right things for it.

Are there questions on it?

COW SSI ONER ROSENFELD: | have a
trivial question. The witeup says it's either
ECA noney or bond funded.

MR. CHAUDRY: Right. Conmissioner, this
loan will be paid frombond fundi ng. Roughly we

have about $21.8 mllion both for ECA and bond

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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f undi ng.

There's about $12 nillion for ECA, and
remaining 8.5 mllion is frombond; but this noney
will come out of bond funding.

COW SSI ONER ROSENFELD:  Thank you. |
nmove the item

COWM SSI ONER DOUGLAS:  Second.

CHAlI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)

CHAI RPERSON PFANNENSTI EL: Thank you
very mnuch.

MR. CHAUDRY: Thank you

CHAlI RPERSON PFANNENSTI EL: Item 4,
possi bl e approval of City of Palo Alto locally
adopt ed energy standards for residential and
nonr esi dential newy constructed buil di ngs
requiring greater energy efficiency than the 2005
bui | di ng energy efficiency standards.

Good nor ni ng.

MS. EDEN:. Good norni ng, Madam Chai r nan
and Conmi ssioners. |'m Devorah Eden with the
bui | di ngs and appliances office.

Under California Public Resources Code
secti on 25402.1(h)(2), it allows cities and

counties to enforce energy conservati on or energy

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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i nsul ati on standards. |In order to do so, the city
or county is required to adopt an ordi nance by
their | ocal governing body of the city or county
at a public neeting, and nake a deterni nati on that
the standards are cost effective.

The city or county is then required to
file the basis of its determ nation that the
standards are cost effective with the Energy
Conmi ssion. And the Energy Conm ssion then finds
that the standards are npbre stringent than the
current building energy efficiency standards.

Additionally, through this process,
Energy Commi ssion Staff asks that the city or
county provi de education, training and ot her
support, as needed, to their building department
staff to enable themto effectively enforce the
current statew de standards, as well as their
proposed st andards.

So the City of Palo Alto, on Septenber
13th, submitted an application for approval of
their ordi nance, their green buil ding ordi nance.
Their proposed ordi nance requires LEED silver
certification for newly constructed conmerci al
bui | di ngs greater than 25,000 square feet. And a

m ni nrum of 70 green point checklist points for all

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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new y constructed nultifanmily, single fanily and
two-fanmily residential buildings 1250 square feet
or greater.

So this neasures out, for the commerci al
bui I di ngs, to 14 percent greater than Title 24,
and for the residential buildings 15 percent
greater than the current standards. And they have
met all requirenents as far as cost effectiveness
anal yses.

And we recomend that the ordi nance be
approved. And |I'm happy to answer any questi ons.

CHAI RPERSON PFANNENSTI EL: Thank you
very nmuch. | think we probably ask this every
time it cones up. Any idea how nany other cities
and counti es have ordi nances that exceed our Title
247

MS. EDEN. Currently, --

CHAI RPERSON PFANNENSTI EL: Yes.

M5S. EDEN: -- or that are applying?

Currently we have approved 15. And
there are two that have made phone contact and are
in the process of revising and preparing.
Hopefully in the next couple of nonths we should
see them cone t hrough.

CHAI RPERSON PFANNENSTI EL: That's great.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Now, these are, and | assune the 15 currently are,
nmore stringent than our 2005 buil di ng standards?

MS. EDEN: Yes. One of them was an
early adoption and one of themrequires
phot ovol taics, and all the others exceed the
standards by 10 to 15 percent generally.

CHAI RPERSON PFANNENSTI EL: But, of
course, --

COW SSI ONER ROSENFELD: But that's 15
percent over 2005 --

CHAI RPERSON PFANNENSTI EL: I was j ust
goi ng to ask about 2008, the new standards.

COW SSI ONER ROSENFELD:  Oh, good.

CHAI RPERSON PFANNENSTI EL: That --

Ms. EDEN:  They will need to reapply
when the conpliance software is avail abl e and
resubmt their applications with the 2008 standard
conpl i ance software. And as far as | know they
all intend to --

CHAlI RPERSON PFANNENSTI EL: To do that.

MS. EDEN: -- to do that.

CHAI RPERSON PFANNENSTI EL: Now, Pal o
Alto at 14 and 15 percent above our 2005, they
m ght actually be above the 2008, do you think?

MS. EDEN: It would probably be by a few

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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percentage points. It would depend --

CHAlI RPERSON PFANNENSTI EL: Because |'m
just thinking of the issue within the city, having
to go and redo their standards so soon since 2008
standards will be in effect shortly.

MS. EDEN: Yes, they're often driven by
their own |l ocal requirenents, AB-32 requirenents.
So they want to get things noving sooner rather
than later. And they do intend to continue to
exceed standards by 15 percent or nore when the
new st andards cone out.

So we'll see what those | ook |ike when
they resubnit.

CHAI RPERSON PFANNENSTI EL: Do we have
much information fromthe other 14, or is this the
15th or 16th, in terns of the difficulty? O do
we have -- have we heard of controversies of the
builders in those conmunities able to do this,
obvi ously cost effectively, or they woul dn't have
it approved.

But we haven't heard any problens with

this?

MS. EDEN: The enforcenent group night
be nore infornmed. I have not heard anything as
far as builders. | heard there's some controversy

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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as far a the green package in general, but |
haven't heard issues regardi ng the energy
conponent, itself.

CHAlI RPERSON PFANNENSTI EL: And the | ast
question. Do you have a sense of -- Palo Alto is
a pretty well already developed city. | don't
know how nmuch construction there is going on in
Pal o Alto, probably not a great deal

Are nost of the other cities who are in
that category, older, kind of devel oped cities, or
are there any real high-growth, | ot-of-
constructi on-goi ng-on cities, do you know?

MS. EDEN: As far as the ones that have
al ready been approved? Wll, San Francisco,
think they have a lot of multifamly high-rise;
Marin County's | ooking at the | arger hones and
they're trying to kind of rope in the energy use
in some of the |arger hones.

So, it kind of varies by area. I think
sone are experiencing sone sprawl into their
subur ban ar eas.

CHAI RPERSON PFANNENSTI EL: It would be
interesting -- | see M. Pennington noving to the
m ke to contribute to this.

(Laughter.)
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COWM SS| ONER ROSENFELD:  Now we' re goi ng
to get the word.

MR. PENNI NGTON: There are a few nore
residential oriented communities |ike Palm Springs
and Rohnert Park that have been approved by the
Commi ssion in the past that are having quite a bit
of residential devel opnent, as well.

CHAI RPERSON PFANNENSTI EL: I just think
it --

MR PENNI NGTON: I nean we could
probably respond to your question one by one, --

CHAI RPERSON PFANNENSTI EL: No. I just
think it mght be an interesting piece of
information to give to the Comm ssion about these
that exceed our standards. And whether that can,
say, help us for future standard-setting.

If sonme of these are willing to go
farther even in, you know, high construction area,
you know, naybe that gives us sonme guidance into
how much farther we can go in each of our rounds
of standard setting.

MR. PENNI NGTON: General ly these
proposal s that we've approved are in the 15 to 20
percent range beyond our standards. And we're not

getting negative conmments fromany front that |I'm

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17
aware of that that's unduly difficult.

Qur New Sol ar Hones Partnership has been
successful in that level at tier one; and the tier
two levels at 35 percent. And about 75 percent of
the hones that are coming through the New Sol ar
Homes Partnership are being built at 35 percent
beyond st andards, 2005 standards.

CHAI RPERSON PFANNENSTI EL: Ri ght, so
it's saying to ne that naybe we shoul d either
i ncrease the frequency with which we set the
bui | di ng standards, or maybe we push further each
time than we have.

MR, PENNI NGTON: To get to zero net
energy by 2020 we're going to have to stay pretty
much on a three-year update cycle and nake
substantial increnental inprovenents each tinme.

CHAI RPERSON PFANNENSTI EL: And that is
very good news.

MR. PENNI NGTON: At | east 15 percent
each tinme.

COW SSI ONER ROSENFELD: Bill, could you
renmind us if you conpare 2008 Title 24 with 2005,
what's the gain there?

MR. PENNI NGTON: It varies by climte

zone for residential --
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COVWM SSI ONER ROSENFELD: Of course.

MR. PENNI NGTON: -- dramatically. The
average is around 15 percent, 14, 15 percent. You
asked about Palo Alto. | think that's not a

inland hot climte zone; it's climate zone 4. And
I think that that percentage savings in the new
standards is nore like 7 percent or sonething |ike
t hat .

So this will be farther than what the
2008 standards would require for that climte
zone, | think.

Rel ated to nonresidential buildings the
new st andards i ncrease the stringency by, you
know, it's very building-specific; it's very much
targeted to what are the features of the buil ding
and how coul d you i nprove the energy efficiency of
those features. So it's kind of harder to
general i ze over a popul ati on of buildings. But
probably nmore likely on the order of 5 to 6
percent for the 2008 residential standards.

So, this proposal is at 14 percent. |
think that will definitely conply with the 2008
st andar ds.

MS. EDEN:. | do want to point out, also,

that those that are continuing with the green
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poi nt rated and LEED prograns, those prograns wl |
change with our standards, with the 2008
i npl enmentation date. They will continue to
require at | east 15 percent beyond our 2008
standards. So they will continue to stretch those
that certify through their prograns.

CHAI RPERSON PFANNENSTI EL: O her
questions? Conm ssi oner Byron.

COW SSI ONER BYRON:  This just continues
to be one of the best things, obviously, that we
do here. I wanted to |let Ms. Eden know you nmy be
hearing from sone other cities in the Silicon
Val | ey area.

I was at a joint venture Silicon Valley
Initiative |ast week with a nunber of cities and
the local counties, where they've created -- where
they're pursuing a new energy efficiency building
initiative.

And, of course, we reiterated this
program | didn't even know about Palo Alto at
the tinme. But | would hope that you'll hear from
nmore cities in the Bay Area as a result.

And, of course, Madam Chairman, we al so
reiterated the real gain here is with point-of-

sale legislation that would really change the
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playing field --

COW SSI ONER ROSENFELD:  The real
pot enti al gain.

COW SSI ONER BYRON: Yes. So, again, |
woul d li ke to thank you and commend you for al
thi s good work.

CHAI RPERSON PFANNENSTI EL: Yes.

EXECUTI VE DI RECTOR JONES: And | guess
woul d just note that with regard to the | ocal
governnent programs in energy efficiency we are
| ooki ng at doing nore outreach and getting the
word out that we have these prograns, trying to
attract nore people into it and nake it easier for
people to get in.

CHAlI RPERSON PFANNENSTI EL: And al so we
will be trying to get |ocal governnents to do
their own tine-of-sale ordi nances where we can,
because they can, they have the ability to do
that, capture the savings within their own
muni ci pality.

COW SSI ONER BYRON: Good.

CHAI RPERSON PFANNENSTI EL: O her
questi ons?

COW SSI ONER ROSENFELD: |I'mready to

nove the item
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COWM SSI ONER BYRON:  |'11 second the
item

CHAlI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)

CHAI RPERSON PFANNENSTI EL:  Thanks very
nmuch.

MS. EDEN: Thank you.

CHAI RPERSON PFANNENSTI EL: Item 5,
possi bl e approval of a $651,370 |loan to the Loom s
Uni on Unified School District to install several
energy efficiency projects, including |ighting,
equi pnent controls, heating, ventilation, air
condi ti oni ng upgrades and repl acenents.

Good norni ng.

Ms. HEI NZ: Good norni ng. "' m Jane
Hei nz and | am asking for your approval on this
| oan. What isn't stated here, | guess, on the
agenda includes the CO2 reduction. And that's 182
tons.

Also | wanted to point out that part of
this programwould be to install the new |ICLS, or
i ntegrated classroomlighting system into the two
schools in this school district. That was al so
devel oped with noney fromthe PIER program And

it was denonstrated, as well, at the California
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Li ghti ng Technol ogy Center in Davis.

So FineLight is the contractor. And
they are going to be providing this nmore highly
efficient classroomlighting system And that's
going to drive up savings quite a bit.

So that it enables the district to cone
within the requirements of the ECA program for
payback of right at ten years, because they're
repl acing so many HVAC units in both of these 50-
year-ol d school s.

CHAI RPERSON PFANNENSTI EL: Excel | ent .
Any di scussi on, questions?

COW SSI ONER ROSENFELD: | npve item 5

VI CE CHAI RPERSON BOYD: Second.

CHAlI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)

CHAlI RPERSON PFANNENSTI EL: Thank you,
Jane.

M5. HEI NZ: Ckay.

CHAlI RPERSON PFANNENSTI EL: Item 6,
possi bl e approval of contract 400-08-002 for
$132,100 with Gl bert Associates, Inc., to provide
i ndependent accounti ng and conpli ance auditing
services for the energy efficiency master trust

revenue bond program Ms. Heinz.
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MS. HEINZ: This is an independent

accounting firmthat provides the audit to the

bond program They have provided the audit to the

bond program since its inception in 2003.

solicitati

They' ve been conpetitive in every

on that we've had. And again, they

were -- we hopefully will award themthis

contract.

successf ul

W' re asking for your approval

We did have two bidders, and G| bert was

in this solicitation. Bond docunents

requi re i ndependent audit of our accounting

procedures so that we can retain our tax-exenpt

status, or that's part of it.

Are there

And so we're asking for your approval.
CHAI RPERSON PFANNENSTI EL: Thank you.
questions? |Is there a notion?

VI CE CHAI RPERSON BOYD: Mbve approval

COVWM SSI ONER ROSENFELD: Second.

CHAI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)
CHAI RPERSON PFANNENSTI EL:  Thank you.
MS. HEI NZ: Thank you.

CHAlI RPERSON PFANNENSTI EL: Item 7,

possi bl e approval of anendnent to the contract

700- 05-002 wi th Aspen Environnental G oup for a
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no-cost tine extension of one year, and changes to
the scope of work, including assistance in, one,
devel opi ng a natural communities conservation plan
for selected areas of California; two, identifying
sites for renewabl e power plant devel opnent in the
state; three, devel oping a sol ar power pl ant
programmati ¢ envi ronnental inpact statenent; and,
four, devel opi ng best nanagenent practices to
facilitate the devel opment of renewabl e resources,
whil e mninmzing environnental inpacts.

Good nor ni ng.

MR MERRI LL: Good nor ni ng,
Conmi ssioners. | am Joseph Merrill with the
siting, transnission and environnental protection
di vi si on.

We briefed the Siting Committee
yest erday about requests. The purpose of the
proposed contract anendnent is to extend the
contract termfor one year, and change the scope
of work to add technical support for anticipated
work on siting renewabl e generati on and
transm ssi on.

And the four activities that you al ready
mentioned will be in response to policy design to

increase California' s use of renewabl e resources.
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The current contract, it's actually
known as the siting and pl anni ng peak work | oad
contract, was originally executed on April 11,
2006. At the tinme it was an $18.6 mllion
contract to support the Energy Comm ssion's power
pl ant licensing prograns, as well as to conduct
policy studies in the area of transni ssion system
natural gas systemand electricity system
t echni cal areas.

I n January of 08 the budget was
augnent ed t hrough anendnent 1, and it was
i ncreased by about $4.9 million to $23.5 nillion,
in order to i nsure enough spending authority to
get through extended peak workl oad that we've been
experiencing in the | ast few years, and we expect
to continue for at |east several years.

Based on current siting case filing and
wor kl oad projections, staff does believe there is
still adequate spending authority left in the
current contract to support the expected siting
case |l oad and to fund about $400, 000, which is a
partial conpletion of this work, which will
probably happen for several years.

And so therefore no additional funding

is being requested. And | open the floor to
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questi ons.

CHAI RPERSON PFANNENSTI EL: Are there
questions? Any di scussi on?

COW SSI ONER BYRON: | think it merits
some conment. We did review this extensively
yesterday in the Siting Commttee.

The wor kl oad continues to increase. |
think the projection is that we antici pate as nany
as seven nore applications before the end of the
year, possibly an additional seven before the end
of the fiscal year. And | believe our current
workload is as high as it's ever been.

MR, MERRI LL: It is.

COW SSI ONER BYRON: So, --

MR MERRI LL: Well, maybe not 2001, but
| ately.

COW SSI ONER BYRON:  Yes. So it is
al ways extraordinary, the staff has to figure out
how to get the resources in order to keep up with
that. And I'mgenerally satisfied that they have
a plan here to do that, including com ng back to
us. Can you remnd ne, M. Merrill, when you'l
be com ng back to us for additional resources, or
I should say to renew -- no, renew is not the

right word -- to initiate a new contract?
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MR. MERRI LL: Yeah. W plan to rel ease,
wel |, maybe not rel ease, but we plan to turn into
the contracts office within the next nmonth, an RFQ
to conpetitively bid the next contract, which wll
be anot her three-year contract.

And we plan on possibly still getting in
on the Novenber 12th Siting Conmttee neeting to
di scussed that.

COW SSI ONER BYRON:  So, barring any
ot her agency intervention we'll hopefully not have
an interruption of the services that we'll need to
conti nue with this workload.

So, |I'd certainly reconmmend this.
Conmi ssi oner Dougl as?

COW SSI ONER DOUGLAS: | would just add
that the siting division has, even as it faces
very high levels of its traditional workload,
siting in particular natural gas power plants,
they' ve al so gotten increasing applications for
renewabl e energy. And are being asked to step up
and really undertake a nunber of proactive
initiatives to facilitate future siting of
renewabl e energy, which is, in part, what sone of
t he expansi on of scope in this contract covers.

And this is very inportant work. And
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I'mvery pleased at how they have stepped up and
are finding a way to nake it happen.

VI CE CHAI RPERSON BOYD: That was the
part of this proposal that intrigued ne and
interested ne the nost, since we all have been
subj ected to the issues around the siting of
renewable facilities. Maybe in particul ar of
| ate, the solar power plants and the extrene
interest in them And the thought on the part of
many people that they are the ultinate sol ution
versus the thought of many people that they are
going to be the despoilers of a new section of our
envi ronment .

So | was very glad to see that the work
that's going to be undertaken here will try to
address and strai ghten out sone of those problens.
Because there's a | ot of people have a | ot of
varying concerns. And there's an extrene | ack of
know edge and i nfornati on avail able to the public,
at least. So, a very good piece of work.

CHAI RPERSON PFANNENSTI EL: I, for one,
amglad to see the extension of what is the
appropriately naned peak | oad contract. W really
do need these additional resources.

Is there a notion? Further questions?
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COWM SSI ONER BYRON: However, if | nmay
add one nore thing. It was also pointed out to
the Siting Committee that despite the fact that we
keep increasing these outside resources, it still
t akes people internal to manage them

And the way the accounting goes,
contract services don't require a ratio of
enpl oyees to supervision doesn't increase
proportionately in the siting -- I'msorry, what's
the conpl ete nane of the new division agai n?
Siting --

MR. MERRILL: Siting transm ssion --

COW SSI ONER BYRON:  -- transnission --

MR, MERRILL: -- and environnental
protecti on.

COW SSI ONER BYRON: Thank you. And so
that does create some problens. And there are
sone i ssues at stake right now with regard to
approval and budget change proposals that are
wor ki ng through the systemthat we're hopeful wll
be rectified. But we're not getting all the
resources that we need internally to manage all of
t his.

Ms. Jones, did you want to speak to

this?
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EXECUTI VE DI RECTOR JONES: Yeah, and |
woul d just add that | think everyone recognizes
that we have difficulty, especially in this area,
with our classifications and the pay |levels. And
we are trying to work with DPA to resol ve sone of
those i ssues, but it's been very difficult to
retain staff in the siting program They see
ot her opportunities in other classifications that
afford themthe ability to nmake nore noney.

And so we have a big chall enge there.
We're trying to work through DPA, but that's a
| ong and ar duous process.

COW SSI ONER BYRON:  And, of course,
suggested yesterday in comrittee that we put in a
BCP for a couple of additional Conmi ssioners to
handl e this --

(Laughter.)

COWM SSI ONER BYRON: But that was net
with a simlar response.

CHAlI RPERSON PFANNENSTI EL: | didn't know
that was an option.

(Laughter.)

CHAI RPERSON PFANNENSTI EL: Not a bad
i dea.

Is there a nption on the item 7?

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

31

COWM SSI ONER BYRON: I'"l'l nove the item

COW SSI| ONER DOUGLAS: Second it.

CHAlI RPERSON PFANNENSTI EL: All in favor?

(Ayes.)

CHAI RPERSON PFANNENSTI EL: Thank you,
M. Merrill.

MR. MERRI LL: Thank you

CHAI RPERSON PFANNENSTI EL: Item 8,
possi bl e approval of the California Uility
Al |l owance Cal cul ator. The CUAC, devel oped by the
Energy Conmi ssion, is designed to create project-
specific utility all owance estimtes for
affordable and nultifam |y housing projects.

Good norni ng.

MR OMNBY: Good norni ng, Conm ssioners.
My nane is Adrian Owmby; I'mwi th the buildings
and appliance division. And I'lIl be presenting
i nstead of Sandy M Il er today.

I'"d like to give you sone background on
t he devel opnent of the California Uility
Al | owance Cal cul ator, and address sone of the
i mplications of your approval of it, and talk
about the next steps pendi ng your approval.

The genesis of the California Utility

Al | owance Cal cul ator was a reconmmendati on fromthe
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NSHP af f or dabl e housi ng advi sory conmmittee nade in
2007.

The advisory conmittee identified two
i ssues that were bl ocking the adoption of solar in
af f ordabl e housing. The first being the nmetering
i ssue. But the second being the current system of
estimating utility all owances.

Restricted affordable housing rent is
defined as a gross rent. That is, it's the cost
of utilities, aka the utility allowance, and the
rent that's paid.

Prior to July of 2008 affordabl e housing
utility all owances were generally devel oped
according to federal regulations by |ocal housing
agenci es, and were typically based on an exi sting
agi ng housing stock. A second rarely-used option
being the utility all owance devel oped by a utility
for a particul ar project.

In response to the advisory conmittee's
recomrendati on the Conmmi ssi on began devel opnent of
the California Uility Al owance Calculator in nid
2007 through a contract with KEMA, adninistered
t hrough the renewabl es office. KEMA devel oped the
beta version of the calculator in |ate 2007 and

continued to refine it through the first half of
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2008.

In July of 2008 there was a nmaj or change
in the federal policy when the IRS i ssued new
utility all owance regul ati ons. The new
regul ati ons all owed the option of a project-
speci fic energy consunption nodel utility
al | owance devel oped by qualified professionals
that are approved by the state housing tax credit
agency. In California that agency is the
California Tax Credit Allocation Committee.

That's an option that was a perfect fit for the
California Uility Al owance Cal cul at or.

The I RS regul atory change all owed the
accel erated devel opnent of the cal cul ator by
renoving the requirenent of utility approval from
t he process.

In | ate August staff met with the
Executive Director of the Tax Credit Allocation
Conmmittee. And as a result of that neeting, noved
forward on finalizing the utility all owance
calculator to coincide with the next round of
regul atory changes for the Tax Credit All ocation
Conmi tt ee.

On Cctober 22nd, staff held a workshop

to denonstrate the utility all owance cal cul ator.
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W nmade a special effort to reach out to the
af f ordabl e housi ng devel opnent and nmanagenent
community. And as a result we had over 60
partici pants representing 40 public and private
agenci es at that workshop. And the affordable
housi ng community's reacti on was generally very
ent husi asti c.

So, what will the approval of this
cal cul ator nean to the California affordable
housi ng i ndustry? The inpact's going to be
situati onal, dependi ng on deci sions that
i ndi vi dual devel opers numke.

Usi ng the increased rent incone for
operati ng expenses or even profit-taking wll
result in an increased ability to maintain these
af f ordabl e housing projects. There will be |ess
deferred mai ntenance, that's one of the chronic
i ssues with affordable housing. |Increased
financial stability for these projects. And a
possi bl e i ncreased attracti veness of these
projects as investnents.

Usi ng the increased net rent for debt
service will very likely result in increased
i nvestment in cost effective, energy efficiency,

and sol ar i nvest nents.
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For example, a smaller project, 15-unit

project, with just a $15 increase in -- or
decrease in the utility all owance and i ncrease in
the net rent will result in the ability to support

over $100, 000 in additional debt.

However, what that really neans, given
the | everagi ng that goes into affordabl e housing
finance, that nmay be between $400- and $600, 000 in
addi ti onal inprovenents to the project.

For the tenants they'll be trading off,
ei t her dependi ng on the devel oper's choices here,
either a better place to live, that is a better-
mai ntai ned place to live in all likelihood. O a
nore confortable, energy efficient units that are
protecting them somewhat fromutility cost
i ncr eases.

The utility all owance cal cul at or neans,
for California in general, nore affordabl e housing
will be built that was not considered viable
previ ously because of the increased net cash flow
More af fordable housing will be built in certain

pl aces where there's a deeper schi sm between the

previously calculated utility all owances and the
actual utility costs.
And there, of course, will be a
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decreased energy consunpti on and greenhouse gas
em ssions as a result of the adoption of nore PV
systens and increased energy efficiency.

Do you have any questions at this point?

CHAI RPERSON PFANNENSTI EL.: Are there
questi ons?

Let ne just comment that in a past life
I worked in this area of trying to do the utility
cal cul ations for affordable housing for public
agencies. And it was very difficult because the

peopl e in public agencies don't know nuch about

utility bills and all owances. And so | think this
is just a -- besides being valuable, as it is, for
our solar program | think it's a very val uabl e

contribution to the energy situation in
Cal i forni a.

COW SSI ONER ROSENFELD: One wonders, in
fact, why it took this long. But --

CHAlI RPERSON PFANNENSTI EL: Well, partly
it's all federally -- the rules are federal and
the inplenentation tends to be county to county.
And so nobody really -- and the utilities had a
role, but weren't very enthused about it.

So I"'mreally glad that the Energy

Conmi ssi on stepped up and nmade this contri bution.
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COWM SSI| ONER ROSENFELD: |I'mreally
glad, too. And | npve item 8
COWM SSI ONER BYRON:  Second.
CHAlI RPERSON PFANNENSTI EL: All in favor?
(Ayes.)
CHAI RPERSON PFANNENSTI EL: Thank you
very nmuch.
MR OANBY: Thank you

CHAI RPERSON PFANNENSTI EL: That's a good

j ob.

Item 9, possible approval of interagency
agreenent 500-08-018, -- and then the amount is
omtted fromthe agenda, let ne read it in -- for

$285, 650, with the Regents of the University of
California at Davis, Center for Watershed
Sci ences, for research on anphi bian and rel at ed
speci es that are affected by hydropower
oper ati ons.

Good nor ni ng.

MR. O HAGAN:. Good norning, Chairnan
Pf annensti el and Comm ssioners. M nane is Joe
O Hagan; I'min the research and devel opnment
envi ronnent al area.

And t he proposed interagency agreenent

before you that |'m aski ng your approval for is to
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enhance and validate a nodel that is used to
eval uate the effects of hydropower di scharges on a
anphi bi an speci es of special concern.

The overall objective of this proposal
is to provide decisionmkers dealing with the
hydr opower relicensing projects a scientific too
that they could better bal ance hydropower
generati on and protection of the species.

As you know, nonfederal hydropower
projects in California need to be relicensed by
t he Federal Energy Regul atory Conmi ssion. And
these licenses are for 30 to 50 years.

And over the | ast decade and over the
next decade, quite a few projects in California
will be up for relicensing. Wthin the next five
years it's about 1100 nmegawatts worth of
hydr opower generation. And going out ten years
it's al nost anot her 3000 negawatts.

The purpose of the interest in
protecting this specific anphibian, which is the
foothill yellowIlegged frog, is that this is a
speci es of special concern, which is category just
bel ow endangered or threatened. That this species
has suffered significant popul ation declines. It

occurs fromthe bottomof the California Sierra
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Nevada foothills up to about 6000 feet, which is
where nobst of our hydropower projects are | ocated.

And these drastic declines in popul ation
have been tied to hydropower operations. The
proposed nodel is to |look at how ranpi ng fl ows
from hydropower facilities affect the frogs when
they lay their eggs in the streanbed, or tadpoles
get washed away, or stranded when fl ows decli ne.

This is alittle bit over a two-year
proposed project. And there's a $47,840 match
fund fromthe National Fish and Wldlife
Foundati on for this research

Thank you.

CHAlI RPERSON PFANNENSTI EL: Are there
questi ons?

VI CE CHAI RPERSON BOYD: A comrent, if |
m ght, in definite support of this proposal. 1In a
previous life, nyself, --

COW SSI ONER BYRON: As a tadpol e?

(Laughter.)

VI CE CHAI RPERSON BOYD: I have felt Ilike
that on occasion. Both in the Resources Agency
and the Departnent of Fish and Gane, dealing with
t hese questions, relative to FERC relicensing and

hydropl ants, was a very |onely experience.
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And when | was Deputy Secretary of
Resources and we got the Energy Conmi ssion nore
i nvol ved, maybe over their protestations, in this
process, with the know edge that they had and the
i nformation they could get through this program
the PIER program it was extremely hel pful to --
basically the only two agencies that did anything
in this arena were the Water Board and the
Depart nent of Fish and Game. And the Resources
Agency was quite concerned about that.

So | amvery supportive of the work and
appreci ati ve of the work that has been done, and
the work that would be done under this contract.

So, thank you, Joe.

MR O HAGAN:. Thank you, Conm ssi oner
Boyd.

VI CE CHAI RPERSON BOYD: And | guess |'I|
move approval of it.

COW SSI ONER ROSENFELD: Second.

CHAlI RPERSON PFANNENSTI EL: Bef ore --
yes, --

COWM SSI ONER BYRON: Wl |, Conm ssi oner
Boyd, you know, long service in the state, has a
| ot nmore know edge about how this process works.

I've only been here a short period of tine, but I
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can -- | mean this kind of research and the
potential results are quite alarning, not being
aware of the inpact that these dans are having.

And now seeing how this process works.
When t his organi zati on takes on research |ike
this, it oftentinmes gets used | ater on, because
it's pretty definitive work.

And | think we should all pay attention
that this could be a potential problemhere in
subsequent -- to subsequent Commi ssioners than
mysel f . Probably in a five- to ten-year tinmefrane
certainly these dans could be at risk.

So | certainly applaud the work, as
well. But it is troubling what the potenti al
results, the inpact of the potential results could
be.

VI CE CHAI RPERSON BOYD: VWll, it's a
contest between dans at risk and the environnment
at risk. So, we need to know the right answers.

COW SSI ONER BYRON:  Absol utely.

CHAI RPERSON PFANNENSTI EL: Moved and
seconded. Any other further discussion?

Al in favor?

(Ayes.)

CHAI RPERSON PFANNENSTI EL:  Thank you.
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MR. O HAGAN: Thank you very rmuch.
CHAI RPERSON PFANNENSTI EL: Ckay,
approval of minutes. COctober 8th business neeting
wi t hout Conmi ssi oner Boyd. Sonebody nobve the
m nut es?
COW SSI ONER DOUGLAS: Move approval .
COWM SSI ONER ROSENFELD: Second.
CHAlI RPERSON PFANNENSTI EL: All in favor?
(Ayes.)
VI CE CHAI RPERSON BOYD: Abst ai n.
CHAlI RPERSON PFANNENSTI EL:  Approval of
Oct ober 22nd busi ness neeting w thout nyself and
Conmmi ssi oner Byron.
VI CE CHAI RPERSON BOYD: Move approval .
COW SSI ONER ROSENFELD: Second.
CHAI RPERSON PFANNENSTI EL: In favor?
(Ayes.)
CHAI RPERSON PFANNENSTI EL: Abst ai n.
COWM SSI ONER BYRON:  Abst ai n.
CHAlI RPERSON PFANNENSTI EL: Conmi ttee
di scussions. Let ne just say, just sort of
procedurally, we do have a couple of changes to
upcom ng busi ness neeti ngs.
The Novenber 19t h busi ness neeti ng,

whi ch is actually our next one, has been noved to
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the 20th. So it will be instead of a Wdnesday
busi ness nmeeting, it will be a rare Thursday

busi ness meeting. So please nake that change.

And we have decided to cancel the New
Years Eve business neeting. | know that will be
of great concern to people.

COWM SS| ONER ROSENFELD: | really don't
have to erase it in ny diary.

(Laughter.)

CHAI RPERSON PFANNENSTI EL: | think that
we can survive w thout doing --

VI CE CHAI RPERSON BOYD: Probably was in
j eopardy anyway, huh?

CHAI RPERSON PFANNENSTI EL: Yeah, | think
it was probably in jeopardy. But | just thought
it was better for staff and parties to know in
advance that there will not be a business neeting.
So if sonething has to happen by the end of the
year, they have to do the nid-Decenber business
meeti ng.

Ot her Commi ssi on di scussi on? Yes,
Conmi ssi oner Byron.

COW SSI ONER BYRON: I think it just
merits mentioning that yesterday was a rather

extraordinary day for this country with the
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el ection of a new president. And will have, no
doubt, significant inplications with regard to
energy issues going forward, and the work in this
state and this Conm ssion.

So, | think --

CHAI RPERSON PFANNENSTI EL: I think we're
all waiting with bated breath to see the cabi net
and how t he Admi ni strati on shapes up.

COW SSI ONER BYRON: Umthum  So, | just
think it's worthy of nmention here that a C change
has taken pl ace.

CHAI RPERSON PFANNENSTI EL: A C change,

i ndeed. QO her discussion? No.

Chi ef Counsel report, M. Chanberl ain.

CH EF COUNSEL CHAMBERLAI N: Thank you,
Madam Chai rman. Just very briefly, |ast week I
attended, al ong with Chairnman Pfannenstiel,
nmeeti ngs of the Western Interstate Energy Board
and the Committee on Regi onal Power Cooperati on.

Those neeting were focused on sonme of
the sane issues that you were tal ki ng about this
nmor ni ng, how to get renewabl e power fromthe
renmpte locations that it exists in in the west to
the load centers. And the transm ssi on upgrades

that are necessary.
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There is a western renewabl e energy zone
project that the Western Governors Associ ation has
asked the Interstate Energy Board to carry out.
It's a four-phase project. And the first phase
they' ve pretty nmuch conpleted, which is
identification of the zones.

They' re wor ki ng now on the transm ssion
expansion plans. And the nore difficult things
will be, of course, getting all the states
together to site these facilities. And then the
cost-all ocati on issues.

I think the hope is that the federal
governnent night cone through to allow the super-
sizing, this is Doug Larsen's word -- super-sizing
of lines so that we be sure that in the rare, or
not rare, but the precious rights-of-way that we
can devel op, that we develop all the transm ssion
that we need to get all of those renewabl e energy
resources, rather than finding ten years | ater
that now we have to build yet another |line. That
there's even nore opposition now. And so that was
all pretty interesting.

One of the things, |'ve been attending
these neetings for a long tine, and in the past |

thi nk ny sense has al ways been that there's
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renewabl e energy out there throughout the west,
and it all wants to cone to California.

This neeting | started to hear a
sonewhat different tone, which was that other
states are realizing, and perhaps this is a result
of the Western Clinmate Initiative, but other
states are increasing their renewabl e goals.

Col orado went from 10 percent to 20
percent. And is developing wind resources, or is
wor ki ng on transni ssion to get wind resources from
Mont ana and Woni ng, where they actually have w nd
t hat peaks during the daytine, that can be
conbined with their nore native wind that tends to
drop off during the daytine.

So, | think that there is a |ot of | ow-
hanging fruit out there, and | hope that
California can get sone of it.

CHAI RPERSON PFANNENSTI EL.: Thanks, Bill.
It was ny first nmeeting of both groups. And | was
extrenely inpressed by, | think, two itens.

One is the fact that they are tal king
regi onal ly about so nuch of what we're tal king
about within California. They have the same
climate concerns, the same need to interconnect.

I nean all of that. So, it was what we're saying
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in California, but we're not the only ones saying
it, | guess, was the one point.

The other point is that there's a | ot of
wor k, | nmean actual work, underway right now to do
a lot of these regional interconnections. More
than | had realized.

There was at | east on FERC Conmi ssi oner,
Suedeen was there when | left. | don't know if
t he other Conmi ssioner had arrived. So it is
clearly understood nationally that these regional
groups are going to nake the difference. And they
are now getting very tactical about what their
first steps are going to be.

I just found it to be really an eye-
openi ng experience. W tend, or | tend to go
California to Washington, California to
Washi ngton, and haven't spent as nuch tine in the
regional activities as | should. And I'm vyou
know, highly comend those activities to nmy other
Conmi ssi oners.

COW SSI ONER BYRON: If I may, we're
going to westle, or begin to westle with this
subject a little bit nore in the Electricity and
Natural Gas Commttee neeting today, as well, as

to the extent to which California should be
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| nmean we are, --

CHAI RPERSON PFANNENSTI EL: W are.

COW SSI ONER BYRON: -- but how much
nmore we should be involved with them given the
other initiatives that we have internal to the
state. And the resources that we have here, as
wel | .

So, | think it's conmi ng down to hunman
resources is the issue that Conmi ssi oner Boyd and
I will begin to westle with that a little bit

nore this afternoon.

VI CE CHAI RPERSON BOYD: | want to ask
M. Chanberlain a question. Bill, your comrent
that this -- you know, that you're hearing nore

di scussi ons about everything not com ng towards
California was interesting.

And it nmade nme wonder how -- | nean
there is the Western Governors, through Governors
Ri chardson and Schwar zenegger, several years ago
passed an initiative and created what they cal
CDEAC wi th goal s and what - have-you.

Has there ever been, you know, an
interface between that totally ratified regional

goal and the work that's been going on in the
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organi zati ons you referenced?

CH EF COUNSEL CHANMBERLAI N: Wl l, these
organi zations really were the ones that were
responsi ble for carrying that out, in the sane way
that now they're responsible for trying to get the
transni ssion in place to allow those resources to
be devel oped.

VI CE CHAlI RPERSON BOYD: Ckay. My
concern was that maybe there wasn't a strong --

CH EF COUNSEL CHANMBERLAI N: No, no, |
t hink --

VI CE CHAI RPERSON BOYD: -- interaction
And there is, all right. Very good.

CHAI RPERSON PFANNENSTI EL: Thank you,

M. Chanberl ai n.

Executive Director's report, M. Jones.

EXECUTI VE DI RECTOR JONES: Good norni ng.
In the interest of brevity | have nothing to
report today.

CHAlI RPERSON PFANNENSTI EL: That's good
news.

Leg Director report. Marni

M5. WEBER:  Good norni ng, Chairnman and
Conmmi ssi oners. As Conmi ssioner Byron noted, that

we had a general election yesterday. There were
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two ballot initiatives that dealt with energy
i ssues. And | wanted to report that both of those
initiatives did not pass the electorate. And so
we'll not be seeing themfurther at this tine.

That's it for today.

CHAI RPERSON PFANNENSTI EL: Thank you.
They'l |l probably be back.

Publ i c Advi ser report.

PUBLI C ADVI SER M LLER: Good norni ng,
Chai rman and Comm ssioners. | just have one item
to report that tonorrow | will be traveling to
Carlsbad. There is a community forumthere being
put on by the city to provide infornation to their
conmmuni ty.

This follows a large nailing of
i nformation. Unfortunately the nmailer did not
provi de adequate i nformati on on how the public can
becone involved in our process here at the Energy
Conmi ssi on.

And so ny role is focus simply on
provi di ng sone accurate gui dance to the public. |
anticipate at |l east a few hundred people will be
there. So it's an excellent opportunity to get
sone i nportant information out about the Energy

Conmmi ssion's process and how to get peopl e signed
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That's all.

CHAI RPERSON PFANNENSTI EL: Thank you.

Public comment. | have one blue card
froma Dr. Marius Paul. Not here? Not on the
phone, okay.

Ckay, if there's no other business to
cone before us, we'll be adjourned.

(Wher eupon, at 11:01 a.m, the business

nmeeti ng was adj our ned.)

--000- -
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